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* the contracting officer.

,}; b

NPlC/Tqu/hni/FL 3/69
6 June 1969 -

MEMORANDUMﬁFOR} 'Chief, Engineering Support Division, TSSG
, ! ‘

SUBJECT: Overrun on | | Task Order 22 by
! . . .
l

J ‘The attached memorandum lists those correspondences
and conversatloqq which I believe to be pertinent to the subject
overrun. \ -

2. The memorandum can be summarized by stating that at no

-time during the contract was an overrun mentioned by the con-

tractor to either myself, the contract monitor, or

3." performance under the contract was
very good and in any dealing of which I was a part, they always
proved to be extremely cooperative.

L. Tn evaluating the request for payment for the overrun
there are no impediments in the area of technical performance;
however, there are specific procedures which must be observed
prior to embarking on such an overrun. These procedures are

‘contractual matters and as such come under the cognizance of _
- the contracting officer. If he feels that in this case such an

overrun can be legally allowed from a contractual vidwpoint, I
will raise no objections from a technical viewpoint.

TSSG/ESD/EL

- Attachment: as stated above

Distribution:
Orig. - TSSG/ESD/Ch
1 - TSSG/ESD
1 - TSSG /ESD/EL (file)
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ERERTIITN W

6 June 1969

MEMORANDUM FOR THE RECORD

SUBJECT: Overrun bn‘ Task Order 22 (Image

Analysis Program])

1. The purpoée of this memorandun is to state the per-

tinent factors related to the overrun on the Fis 67
Image Analysis program with FEQ&lYﬁaT .

2. Appendix A is a copy of the document forwarded to me

by | | OL/PD/CA&SB/CSS, for approval authorizing
payment for the overrun. It carries as attachments the formal
reguest from\ ‘ for payment of the

overrun plus a breakdown of the overrun. ' This document, received
by me on 7 May 69 was my first indication that any portion of the

" Declassified in Part - Sanitized Copy Approved for Release 2012/11/01 : CIA-RDP79B00873A000100010099-5

overrun was attributable to direct labor at‘

3. There was no notice of potential overrun during the
term of the contract. The earliest mention of an overrun ap-~
peared in a letter dated 21 March 68, The contract ended
1 February 68 seven weeks before this date. The letter is

attached as Appendix B.

L, | (a subcontractor on the same program)
was caught in a similar overrun situation. By mutual agreement
between | , and |
former Contracting Officer for NPIC,‘ \was allowed

to claim that portion of the overrun attributable to increased
overhead and G&A rates (approximately[::::::] but was not allowed
to claim that portion attributable to overspending on direct
lebor (approximately This conversation took place at
the time of contract negotiations on 27-28 May 68 for & follow-on
contract. The overrun claimed in Appendix A referring to the

\subcontract overrun reflects this philosophy.

25X1
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25X1 |
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25X1 |
25X1 |

25X1 i
25X1 |

25X1 |




Declassmed in Part Sanltlzed Copy Approved for Release 2012/1 1/01 CIA RDP79800873A000100010099 5

@hgaxv

i 5. Appendix C is a copy of a letter sent to me af my

| request explaining the nature of and reasons for the overrun.
No comment is made on any but the fourth paragraph "This
additional . . .". At no time was any approval verbal or
otherw1se given for an overrun nor was the subject even broached
prior to the letter of 15 March 69. While the excess costs

were discussed, the only direct labor excess cost discussed were

those incurred by\ \ I had the understanding 25X1
that the overrun Dby | |were attributable 25X
solely to overhead and G&A. ‘ ‘concurs with these S 25X1
statements. o

6. | ‘TSSG/OSD/WB during a telephone conversation - 25X1
stated that there are no funds lef in the FY 67 R&D budget to
cover the overrun. 25X1

TSSG/ESD/EL -

Attachment: Appendices A,B,and C

Distribution:
Orig. - TSSG/ESD/EL
1 ~ TSSG/ESD/Ch
1 - TSSG/ESD '
1 - TSSG/ESD/EL
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CONTRACT 1D

I. The above referenced information is forwarced 1o ycuerffico for
your technicail revicw, evaluztion and cetermination as t¢ recommendcd '
procurgrant action.

C

2. Funding.

"'Aﬁeqn. Hdo.
Allotmnt

Ho.,

_the above Contract was originelly ac
4 , . R
Voucher o, e

3. Your response within ten (10) deys from the date of this memc-
randum is requostad.,  Should you foresee a delay inh processing your reoly
beyond « ten (IC) cvay period, please notify

4. f procurement zcticn is desirea, please complete and raturn the
original and ong copy of this form with the following information:
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[ 25X1
; SRR L T R Tz
i' o e : | Eﬁ‘
P : I :
|
i | 5
SRR §
Atlention: 3 e i 25X1 i
- : i : i A
Contracting Officer S : SRR g
Subject: Pre . L Tt 25X1 &
ask Order No. 22 l ' . '
| S 4
Gentlemen: 5
1 - I . ' > | !
N ~cls co wit . e . s "\ Falirs Vo N " AR . - l
Inv accordanceo with our previous letter of 29 July 1968 regarding the amount :
of the overrun on subject contract, we estimate the fofal overrun to he 25X1 ¢
§ ‘ ] . This estimate is 40}(11-
based on owr fiscal year ending hook rates., :
‘ Enclosed hereowith is Attachment A whmn shows a breakdown by element of :
. cost contributing to the total overrun. - ‘
| _ The final negotiated overhead and G&A rates could have a slight downward .
cffect on the total overrun inasmuch as the cognizant Government auru‘-'ors '
- LR 2y . -
DCAA, have not reviewed fiscal vears 1967 and 1968 as of this writine o i
We trust that the above inform: wion will be mmnxb]g received and that the '
"oV cuun will bhe funded,
Please do not hesitate to contact the undersigned if clarification or additiona
information is desir cd. .
" . : , Sincerelv vanre
25X1
RIT/db Contr ned Is Manazer - e,
Fnelosure ' ;
| aeiodod 7 A niing {
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. : APPENDIX B .
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i ° I/‘ o
‘\ . CO;’)‘] ?‘:C."_”“_.J.I__.—--
& 21 March 1968 o
' 25X1°
Attentiont ‘ ‘ ' | e .. o .
' Contracting Oilicer , :
.- Subject: \ ‘
’ ' Tasgk Order No. 22
. |
Gentlemen: |
. Reference is made to your letter dated 1 March 1968 regarding Article 9 o

11
of the Basic Agrecment 4147-65 OL-LJ tled "Limitation of COSL

» o ‘ ISP . 3] Ao S o dd ated 4 to he
We have requested a best estimate as to the LOLC..]. estimated .COSL {5.0 .
‘and as of this writing

incurred by our subcontractor
we have not re ccwod a reply.

i
. '§’A' g
As a res sult, we caunot be specific as to the exact amount of the cverrun, o H
CUrnG - nE
but it is anticipated that the t otal cost to be incurred on the suwject con ‘ o

tract will exceed the target cost by Gpproum%eb\ | 25X1

i timate 1 ¢ recent projection of S |
This estimate is ba sed on our most recent projecuion o5
Ov_erhead and G&A rates for ¥Y '68. L o0
ote a8 SO0 ssib) - LiE
We m]T fos \uqrrl . more accurate estimeate as s00n as POsSSILIe. ‘. {
P : " ¢ he 0
. : » ' N ] L O I ine . g
Please do not hesitate ’r,o contact the undersigne d if claxif fication of the :
. - » . ’ . . . ) ) ‘ ) ) l( .
foregoing is desired. o _ | iy
: : . ‘
i J ;v - - - e . _’:,_ -
. Sincerely yours, , : K
' 25X1 |
i
ud
Contract Administrator - B
$e
RIT/db , o . U S TN
"
y =‘ HE i.
— T
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- S . 8 May 1969

25X1 §
25X1

(S VRO G VA AN N N S T P S0 SRS Fot T S S

SRR RGNS s MRS

Attention: John C,

. Subject: » . ‘ . ‘ 25X
- Task Order No. 22 . | : g

Gentlemen:

In response to your recent request regarding the overrun of direct cost on the
subject contract, the following information will justify the additional costs
.expended during the period of performance of this contract.

Ty -
D MR

REPECAAAAA AS

The Image Quantizer and Enlarger-Printer instruments delivered under this
program required considerably more design and manufacturing hours than was
originally anticipated. This was due to the complexity and technical difficulties
~of the instruments. This additional cost was necessary in order to successiully
completo the technical requirements of the program.

Taaad

R i T

Secondly, the guard service cost was initially an’umpatnd to be for a period of
nine months instead of twelve months. Also an additional cost per hour due to
"a wage rate increase occured dur].ng the middle of the program. This increased

- cost was not taken into consideration at the time of negotiations,

[ Y P

-

This additional effort was done in good faith based on verhal approvel from the
Contracting Officer and the Technical Representative., The excess costs incurred
were further discussed during negotiations of the follov '—-=01i' contract and the : 5
overrun approved predicated on audit review of booked costs.

{
;
{
3
:
¢
i
5
t
#
i

L LR L IR R

A formal written request was forwarded on 31 December 1968 to the Contracting
Officer regarding the claim for the total overrun.

We trust tho ahove 111101311911011 will be favorably received and that the overrun
will be funded.

Sincerely vours. . < a

25X1

EL R PRI g

A
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